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KEY ECONOMIC INDICATORS 
| eaaae eee eel ene name ocenraeeties 
(Money values in millions of dollars except where noted) 


Change* 
1974 1975 74-75 1976 


NATIONAL INCOME AND PRODUCT 

Gross Domestic Product (Current Prices) 33,699 35, 389 +13.4% 32,871(1) 
Gross Domestic Product (1970 Prices) 22,277 21,100 + 2.3% 8,113(2) 
Gross National Product (current prices) 32,373 33,796 +12.8% -- 
Gross Domestic Fixed Investment 1,082 10,576 +16.4% 9,996(1) 
Government Consumption 4,170 5,025 #30.1%: 5, 79101) 
Private Consumption 18, 899 2,019 415.4% 20,872 
Real Growth Rate (GDP) 7.2 ye — 

Per Capita GNP (Dollars at current prices) 1,297 1,326 +10.3% 
‘Population (thousands) 24,942 25,471 + 2.2% 


* FINANCE 

Gold Reserves of Reserve Bank (3) (4) 18.24 17.797 = 2.6% 

‘Other Foreign Exchange Reserves, Reserve Bank (4) 354 567 73.12% 494 
Money Supply (4) 5948 5877 + 6.7% 5071 
Money and Near Money (4) 10829 11769 +17.4% 10593 
U.S. Direct Investment (book value) (5) 1,457 1,578 + 6.7% -=— 


TRADE 

Exports (excluding gold) (FOB) 4,643 4, 881 413.6% 5, 22241) 
Export Value of Gold Output 3,796 3,480 - 1,02 2,7760@) 
Exports to U.S. (5) 608 874 +41.32% 426 (6) 
Imports (FOB) 8,489 9,228 +17.52 8, 800(1) 
Imports from U.S. (5) 1,160 1, 302 +12.2% 674(6) 


INDICES 

Manufacturing (8) 121.6 123.7 + 1.7% 126.3(9) 
Mining (except gold) (8) 127.9 132.0 + 3.2% 135.4(9) 
Consumer Prices 137.6 156.2 #13.5% 173.2(9) 
Employment (non-agricultural) 222.1 114.3 + 2.0% 115.9(9) 


BALANCE OF PAYMENTS 

Visible Trade Deficit 3,843 4,347 +13.12 4,454(1) 
Services Deficit 1,480 1,746 +27.5% 1,652(%) 
Current Account Deficit 1,403 2,441 +88.0% 2,424(1) 
Capital Inflow (net) ; 1,309 2,598 +114.32 657(6) 
Longterm Capital Inflow (net) 885 520 -36.42 341 (6) 


PUBLIC FINANCE 
Exchequer Receipts (excl. borrowing) 7,273 7,421 +11.7%2 4,134(6) 
Exchequer Issues 8,023 9,885 +33.1% 4,611(6) 
General Government Expenditure 5,328 3,626 +28.32 2 
General Government Income (excl. borrowing) 7,148 7,514 +13.62% = 
Gross Fixed Investment 

By Public Authorities 2,850 3, 406 +29.1% -- 

By Public Corporations 1,185 1,469 +33.82% — 
External Public Debt 753 1,213 +74.0%Z 1,150(4) 


Note on sources and exchange rates: Sources are South African except where noted. 
Data has been converted at one rand = $1.48 for 1974; one rand = $1.37 for 1975, and 
one rand = $1.15. Figures for South Africa include Southwest Africa (Namibia). 
*Percentage change based on Rand values to avoid influence of exchange rate movements. 





SUMMARY 


After a period of slow growth in 1975, the South African economy in 1976 
entered its first actual recession since World War II. Real Gross Domestic 
Product showed a decline in both the first and second quarters of 1976 com- 
pared to the previous respective quarters. At an annual rate, preliminary 
estimates put this decline at 1.5%. The economic downturn in South Africa 
resembles in many respects the recession which hit the United States and 
western Europe in the 1974-75 period and reflects in part the traditional 

lag in South Africa's economic cycles from those of its major customers. 

The recession has been accompanied by a further deterioration in the balance 
of payments with the current account deficit in the first half of 1976 reach- 
ing $2,404 million at an annual rate. A decline in the net capital inflow 
contributed to foreign exchange reserves being drawn down by 26% in the first 
seven months of 1976 and led to the government imposing an import deposit 
scheme in August. The inflation rate for the year ending July 1976 was 10.9%. 


Additional adverse influences on the economy in 1976 have been the conflicts 
in neighboring countries of southern Africa and, more recently, political 
unrest and violence in the Black urban townships of South Africa. The 
internal political unrest in the second and third quarters of the year had 
only marginal physical impact on the industrial and commercial life of the 
country but contributed to a deterioration in business confidence, parti- 
cularly among overseas investors. 


The general economic outlook is for the recession to continue through the 
remainder of 1976 with a modest recovery anticipated around the second 
quarter of 1977. The expansion of South Africa's exports of non-gold mining 
products is expected to spearhead the recovery in 1977 but this will depend 
on continued steady economic growth by the major industrial countries of the 
west. Other factors which could unexpectedly alter, for better or for worse, 
the prospects for 1977 include the world gold price, the agricultural 
harvest, and the internal political situation. The prospects for improve- 
ments in the balance of payments are more favorable than for the economy as 
a whole reflecting the priority the government is giving to this problem. 
Declining import demand due to the recession and deflationary government 
policies are expected to sharply reduce the current account deficit in the 
second half of 1976 and bring it for the year as a whole below the $2,441 
million level of 1975. However, with the net capital inflow expected to be 
below the levels of previous years, the balance of payments is likely to 
remain a significant constraint on the economy well into 1977. 


Economic relations between the United States and South Africa remain substan- 
tial with US exports to South Africa in 1975 totalling $1.3 billion, or 302 
of US exports to Africa. US direct investment in the country stands at $1.5 
billion. Reflecting the recession and government efforts to reduce imports, 
South Africa's imports from the US in the first seven months of 1976 were 
running 6% above the 1975 level in dollar value. The prospects for 1976 as 

a whole are for slower (4-7%) growth of US exports than in recent years. 


Notes to Table: (1) As of second quarter at annual rates seasonally adjusted. 
(2) First two quarters, preliminary estimates. (3) Millions of fine ounces. 
(4) As of Dec. 31 for 1974-75 and June 30 for 1976. (5) US Data. (6) First 
two quarters. (7) 1970 = 100. (8) Physical volume. (9) June 30. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


General Trends - National Accounts 


South Africa had a low but positive rate of real growth of 2.3% in 
Gross Domestic Product in 1975. However, in the first half of 1976, 
GDP showed a decline in real terms placing South Africa in its first 
post-war recession. Preliminary estimates indicate that GDP at 
constant (1970) prices declined by 0.8% in the first quarter of 1976 
and 0.7% in the second compared to the respective previous quarters. 
GDP at current prices in the first two quarters of 1976 increased to 
$32,871 million, an annual rate of increase of 10% in rand terms, 
compared to 1975. Due to the distorting influence of the rand devalu- 
ation of September 1975, the dollar equivalent represented a 7% decline 
in current GDP. For the year ending June 30, 1976, real GDP increased 
by 2.5%. However, as a result of a deterioration in South Africa's 
terms of trade, real Gross National Product (GNP) showed a decline of 
0.5%. This contrasts with increases of 4% in real GDP and 2.5% in GNP 
in the previous twelve-month period. 


The main expansionary influence on the economy in the first half of 

1976 was the continued high level of government expenditure. Real 
government consumption expenditure and real fixed investments by public 
authorities showed increases as did real private consumption expenditure 
although at a lower rate. These were, however, offset by declines in 
real fixed investment by the private sector and public corporations and 
by a large drop in real inventories. Overall Gross Domestic Fixed 
Investment registered a 2.5% increase in real terms for the year ending 
June 30, 1976, but showed a decline in the last six-months period (Jan- 
June 1976). 


At current prices, Gross Domestic Fixed Investment in the second quarter 
of 1976 reached $9,996 million at annual rate seasonally adjusted 
compared to $10,516 million in 1975. In rand terms, the 1976 figure 
represented a 12% increase over 1975 (R8,693 million in 1975 compared to 
R7,720 million). 


On a sector basis, the year ending June 30, 1976 saw real increases in 
the value of general government services (7.5%), transport and communi- 
cations (4%), wholesale-retail trade (4%) and manufacturing (32). 
Declines were registered by construction (-4.5%), agriculture (-42) and 
gold mining (-2%) while non-gold mining remained level. For the first 
two quarters of 1976, gold and non-gold mining as well as government 
services increased in real terms but were more than offset by declines 
in manufacturing, construction, and wholesale trade. Other sectors were 
relatively stable. 


The current recession reflects a number of factors both external and 
internal but with the external factors particularly important. South 
African business cycles traditionally show a time lag from those of its 
major export customers (the US, western Europe and Japan) and the current 
downturn is similar to the 1974/75 recession in those countries. For a 
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time the high world price of gold, South Africa's largest export, kept 
the country somewhat insulated from the recessionary influence. However, 
with the drop in the gold price from around $180 in early 1975 to about 
$115 in mid-1976, the recessionary pressures were able to exert their 
full impact on the economy. Also the deterioration in the balance of 
payments through 1975 and early 1976 caused the South African Reserve 
Bank to adopt restrictive monetary policies which have had a further 
deflationary effect. 


Balance of Payments - Trade 


Accompanying the overall economic downturn in South Africa has been a 
further deterioration in the balance of payments in the first half of 
1976. Following a record current account deficit of $2,441 million 
(R1,782 million) in 1975, the deficit was at a seasonally adjusted 

annual rate of $2,424 million (R2,108 million) in the second quarter of 
1976. The second quarter figures represented a slight improvement over 
the first quarter but in rand terms, the deficit for the first half of 
1976 was running 18% above the 1975. At an annual rate of $8,800 million 
(R7,652 million), imports in the first half of 1976 were running at 13.62 
above 1975 in rand terms while exports (excluding gold) were running at 
$5,122 million (R4,454 million) or 25% above 1975. The resulting merchan- 
dise trade deficit of $3,677 million in annual terms (R3,198 million) was 
approximately equal in rand’ terms to that of 1975. However, a drop of 
5.1% in the export value of gold output to $2,770 million (R2,409 million) 
plus a small increase in the services deficit resulted in the increase in 
the current account deficit. 


While the continued large deficit on current account formed the core of 

the balance of payments problem, the capital account was the source of 

the most immediate difficulties in the first half of 1976. Traditionally, 
South Africa has financed its current account deficits by a substantial 

net inflow of foreign capital, much of it long term. In 1975, the net 
capital inflow was $2,598 million (R1,897 million) and effectively 
balanced the current account deficit. However, in the first half of 1976, 
the net capital inflow amounted to only $1,316 million (R1,144 million) at 
an annual rate reflecting in part overseas concern with political tensions 
and conflicts in the area. As a result, gold and foreign exchange reserves 
were drawn down by $454 million between January and June 1976. Gold and 
other foreign exchange reserves which amounted to $929 million on June 30, 
1976, fell to a low of $798 million on July 30. (The level of reserves on 
July 30 included $434 million in gold valued at the South African "official" 
price of $34 per ounce). 


In response to these events, the South African government in early August 
negotiated a $173 million IMF standby credit, its second of the year, and 
imposed a 20% deposit on most categories of imports. The import deposit 
scheme required importers to deposit 20% of the value of goods with the 
Reserve Bank interest-free for six months. Government imports, some 
categories of capital goods, and petroleum products were exempted. The 
import deposit scheme supplemented various earlier but slower-acting 
efforts to restrain imports thru restrictive monetary and fiscal policies. 
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It also reflected recognition that, with the outbreak of internal 
political unrest in June, capital inflows were likely to remain well 
below the levels of previous years and therefore the current account 
deficit must be substantially reduced. It is expected that the import 
deposit scheme will be lifted in early 1977. 


In August and September, the level of imports gave evidence that the 
government's restrictive measures were beginning to take effect. Imports 
for these two months were roughly half the monthly rate for the first six 
months of the year. While the degree of improvement was somewhat 
exaggerated in August by factors relating to the import deposit scheme, 
imports are expected to decline significantly in the second half of 1976. 


Exports (excluding gold bullion) from the southern Africa customs area 
(South Africa, Southwest Africa, Botswana, Lesotho, Swaziland) totalled 
$3,859 million (R3,356 million) in the first nine months of 1976. This 
represents an 18.1% increase in rand terms over the same period of 1975. 
The main categories of exports over the period are (1) diamonds, gold coin, 
precious and semi-precious stones, and jewelry ($769 million), (2) base 
metals and articles of base metal ($681 million), (3) mineral products 
($471 million), (4) prepared foodstuffs ($426 million), (5) vegetable 
products ($425 million). The largest increases were registered by base 
metals and mineral products. Imports (excluding defense goods and 
petroleum products) for the first nine months of 1976 into the southern 
Africa customs area totalled $5,209 million (84,530), a 10.3% increase in 
rand terms over the same period in 1975. The largest categories of imports 
are (1) machinery and mechanical equipment and electrical equipment 

($1,751 million), (2) vehicles, aircraft and vessels and related equipment 
($1,077 million), (3) chemical products ($420 million), and textiles 

($397 million). 


Prices and Labor 


In spite of the economic downturn, South Africa continued to show a high 
rate of inflation into the third quarter of 1976 although at somewhat lower 
rate than the previous year. The consumer price index increased by 10.92% 
from July 1975 to July 1976 compared to 13.6 in the previous twelve-month 
period. In the first two quarters of 1976, the rate was 11.2%. Wholesale 
prices increased by 15.3% in the period July 1975-July 1976 compared to 
16.1% in the previous year. The continued high level of inflation in the 
first half of 1976 reflected the higher cost of imports due to the rand 
devaluation in September 1975 and increases in various controlled prices 
such as fuel, rail rates, certain foods, and electricity in mid-1976. 


Employment in non-agricultural sectors showed a small increase of 2.3% 

for the year ending March 30, 1976. Unemployment of Whites, Coloreds, 

and Asians grew from 10,322 in January 1976 to 13,969 in July. This 
represents only 0.6% of the work force in these categories but the 347 
rise in unemployment in labor categories which are normally fully employed 
is considered a significant indicator'of the general state of the economy. 
Registered Black unemployment (excluding homelands) reached 123,000 in 
March 1976, a 9% rise over the same period in 1975. However, this figure 
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is generally recognized as covering only a portion of Black unemployment. 
While no firm figures are available and estimates are complicated by 
movement in and out of the wage economy, Black unemployment increased 
significantly in the first half of 1976 and is believed to have reached 
between 600,000 ‘and one million in the third quarter of 1976. According 
to a recent university study, 12% of Black workers outside the homelands 
were unemployed in October 1976. With the recession causing layoffs and 
short time in certain industries and commercial areas, the expectation is 
that Black unemployment will continue to increase in the remainder of 1976. 


The trend of recent years whereby non-White wages grew more rapidly than 
White wages in real terms continued in the 1975/76 period. For the nine 
months ending March 31, 1976, real non-White wages (non-agricultural) 
increased by 6.6% while real White wages declined by 1.6% compared to the 
equivalent period in the previous year. For the year ending June 30, 1975, 
the growth in real wages was 11.4% for non-Whites and 1.7% for Whites. 
While the wage gap thus showed a closing trend, the gap remained consid- 
erable with non-White wages averaging 20-30% of White wages in 
non-agricultural sectors. 


Industry and Mining 


The index of the physical volume of production of manufactured goods in 
June 1976 stood at 126.3 and the average for the first six months of 1976 
was 125.6. This compares with 128.1 in December 1975 and 123.7 for 1975 
as a whole. Production of pig iron in South Africa was 3,802,800 metric 
tons for the first eight months of 1976 compared to 3,366,000 tons in the 
Same period in 1975. Total crude steel production (ingots and steel for 
castings) was 5,759,300 metric tons January-August 1976 compared to 
4,421,000 tons in the same period of 1975. 


The index of the physical volume of mine production (non-gold) was 137.3 

in June 1976 and averaged 133.8 January-June 1976 compared to an average 

of 132.0 in 1975. Production of iron ore January-June was 9,002,000 

metric tons compared to 8,200,000 in the same period in 1975. Other ores 
produced in the January-August 1976 period were: manganese ore 3,504,000 
tons (3,564,800 in equivalent period in 1975), chrome ore 1,575,800 tons 
(1,355,000 tons 1975) and coal 48,824,000 tons (46,018,000 in 1975). The 
index of the physical volume of gold production averaged 70.6 in the first 
half of 1976 compared to 71.2 in 1975. Gold production in the year ending 
June 30, 1976 declined slightly by 2.2% due to lower grade of ore extracted. 
However, the second quarter of 1976 showed renewed growth. With the decline 
in the world gold price from around $150 in January 1976 to a low of $105 in 
August, the net value of gold output in the first half of 1976 declined 52 
to $2,770 million at an annual rate compared to 1975. Gold production in 
the first three quarters of 1976 totalled 532,763 kilograms. 


Government Finance 


Through 1975 and the first half of 1976, comparatively high levels of 
government expenditures have been one of the main expansionary influences 
on the South African economy. This spending has concentrated on a series 
of capital infrastructure projects including new ports at Richards Bay and 
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Saldanha Bay as well as increased defense spending which grew by 40% in 
1975. While the infrastructure projects will increase South African 
export earnings over the coming years, the immediate effect of the 
budget growth has been a sharp increase in the government deficit and 
serious pressure on the balance of payments. The budget (exchequer) 
deficit (excluding borrowings) in 1975 was $2,470 million, nearly 
triple the 1974 deficit. Im the first half of 1976, the deficit was 
running at an annual rate of $2,580 million. The FY-76/77 budget 
introduced in March 1976 provided for sharply reduced growth in govern- 
ment spending (13%) but this was not yet reflected in the figures for 
the first half of 1976. Government expenditures in the second half of 
1976 are expected to show a much slower level growth than in the 
previous eighteen months. 


Net claims of the monetary banking sector on the government were $715 
million (R622 million) in the first half of 1976 compared to $879 million 
(R642 million) for all of 1975. The growth of bank claims on the 
government has been a major factor in the growth (in rand terms) of the 
money supply. The supply of money and near money increased at annual 
rates (in rand terms) by 15% in the first quarter of 1976 and 17% in 

the second quarter. 


Future Economic Outlook 


Those economic indicators available at the end of October showed that 
the recession intensified in the third quarter of 1976. The automobile 
and construction industries were the most seriously affected with most 
auto plants moving to four-day work weeks and substantial layoffs 
occurring in the construction industry. The outlook is for the 
recession to continue and possibly deepen in the remainder of 1976. 
Real GDP is expected to show a decline of between 1 and 2 percent in 
1976 as a whole. This reflects in part the government's position that 
improvements in the balance of payments must take first priority and 
current restrictive monetary and fiscal policies must continue into 
1977. 


The outlook for 1977 is for a recovery to begin around the second 
quarter of the year led by increased exports of non-gold mining 
products. A return to positive growth in real GDP of around 2% is 
forecast but the strength of the recovery will depend on a number of 
factors. These include the continued steady recovery of the economies 
of the major western industrial countries, no major deterioration in 
the world gold price (such as below $100 per ounce), and no major 
deterioration of domestic political stability. The rate of economic 
growth in the US, western Europe, and Japan will be particularly 
important for the South African economy in 1977 and a significant 
slowdown of growth in these areas would weaken the prospects for South 
Africa's recovery in 1977. The respected Bureau of Economic Research 
of Stellenbosch University has forecast a decline of 2.3% in South 
Africa's real GDP in 1976 and an increase of 2.6% in 1977, again 
dependent on the above factors. 
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The outlook for the balance of payments is for an earlier improvement 
than for the economy as a whole. With various restrictive measures by 
the government (including the import deposit scheme) beginning to take 
hold together with declining demand due to the recession, imports are 
projected to fall sharply in the second half of 1976. The deficit on 
current account is projected to decline in the second six months of the 
year to just about half the rate of the first six months. An overall 
deficit for 1976 of $1,725 (R1500) or roughly 10% below the 1975 level 
appears likely with the decline in the deficit projected to continue 
through 1977. A promising sign for the balance of payments was the 
return of the gold price to above $125 in early November from its low 
of $105 in August and evidence of strengthening industrial demand for 
gold. 


The key problem is that although the current account deficit is declining, 
it is likely to remain above $1,000 million through 1977. In the mean- 
while the net inflow of capital is expected to be well below the levels 
of previous years as a result of the political unrest and the general 
economic situation. This is expected to result in continuing pressure 

on the balance of payments over the next year. 


The South African government has chosen (with considerable justification) 
to give first priority to improving the balance of payments through tight 
monetary and fiscal policy at the expense of a general economic recovery. 
Senior government spokesmen have repeatedly stated that any economic 
recovery must be export-led rather than internally stimulated. However, 
as Black unemployment increases, thereby adding potential fuel to the 
political unrest, the government will come under progressively stronger 
pressure in 1977 to shift to more expansionary economic policies, 
particularly if the growth of export markets proves to be slower than 
projected. Needs of defense and infrastructure improvements in Black 
areas will add to the pressure for increased government spending. The 
problem in 1977 will be to balance the requirements of an improved but 
still delicate balance of payments with a growing need to stimulate the 
economy. In this situation, a solution increasingly called for in the 
private sector is greater use of selective import controls. 


Implications for the United States 


Economic and commercial relations between South Africa and the United 
States remain substantial in the fields of both trade and investment. 
Two-way trade between the two countries reached $2 billion in 1975. 

South Africa imported $1.3 billion in U.S. goods in 1975, representing 

30% of U.S. exports to Africa and 44% of U.S. exports to sub-Saharan 
Africa. The principal categories of imports from the U.S. in 1975 were 
electrical machinery ($109 million), non-electrical machinery ($467 million), 
road vehicles and parts ($98 million) and aircraft and parts ($66 million). 
Overall the U.S. share of the South African market in 1975 was 14.1% but, 
when petroleum products and defense goods are excluded, the percentage 
reached 17.1%. South African exports to the United States were $841 
million in 1975 of which the main categories (excluding gold bullion) 

were diamonds ($198 million), platinum and platinum group metals ($104 
million), gold coins, jewelry, precious and semi-precious stones ($166 
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million), sugar ($56 million), ferroalloys ($44 million), ferromanganese 
($34 million). South Africa is the largest foreign source for the U.S. 
of chromite and ferromanganese and the second largest source of ferro- 
chromium and uranium. 


In the first seven months of 1976, US-origin imports into South Africa 
grew by 62, compared to the same period in 1975. As a result of the 
current recession in South Africa and efforts by the government to 
reduce the level of imports (such as the import deposit scheme), the 
outlook is for U.S. imports into South Africa to grow by a rather 
modest 4-7Z% for 1976 as a whole. As the economy recovers in 1977, a 
somewhat faster growth of US-origin imports is expected although still 
probably. below the 1973-75 period. It is anticipated, based on various 
Statements by government officials, that the import deposit scheme will 
be terminated in early 1977 assuming there is no major deterioration in 
the balance of payments. However, the sharp drop in the value of the 
British pound is expected to give Britain, one of South Africa's 
traditional trading partners, a competitive advantage in the South 
African market. 


South African government spending for new capital infrastructure projects 
was a major stimulus to imports of capital goods in 1975 and the first 

half of 1976. While overall spending and the number of new projects 
undertaken is expected to drop substantially in late 1976 and 1977, the 
current projects are of such massive size that they will offer a continuing 
potential market for capital goods in the next few years. These projects 
include the $2 billion SASOL II coal gasification project begun in 1976, 


the $1 billion nuclear power generating plant at Koeberg (the contract 
for this was awarded to a French consortium in August 1976), an ESCOM 
pumped storage electricity project in the Drakensberg ($50 million) and 
two refineries. Two major port projects, Richards Bay and Saldanha Bay, 
entered into operation in 1976 but completion of all elements of the 
projects will be continuing for some years. Financing is playing a 
major role in the ability to compete on these projects and this is an 
area where the Europeans have thus far been in a particularly strong 
position. 


One area that is expected to expand steadily in 1977 is non-gold mining 

_ which is a traditional heavy user of capital equipment. Containerization 
and material handling equipment are also expected to be strong. Other 
areas which market research has projected to expand significantly 

between 1976 and 1980 are medical and surgical equipment ($64 to $134 
million), business equipment and systems ($74-$119 million), machine 
tools, metal working and finishing equipment ($126-$146 million) and 

food processing and packaging equipment ($202-$236 million). 


United States direct investment in South Africa stood $1.58 billion at 
the end of 1975 compared to $1.46 billion at the end of 1974. The 1975 
figure represents approximately 16% of total foreign direct investment 

in South Africa. There are over 300 American-owned firms operating in 
South Africa. The trend of foreign investment in South Africa over the 
last few years has been for relatively small amounts of new direct 
investment but rather expansion of existing enterprises and an increasing 
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flow of loan capital both long and short term. US investment has generally 
followed this trend. As previously noted, a relative decline in the flow 
of loan capital is anticipated in 1976-77. 


American companies considering investment in South Africa will wish to 
take into account the current political as well as the economic situation. 
The internal political unrest, while not doing significant damage to the 
economy, has raised doubts about long-term stability as long as legal 
discrimination is imposed on the non-White groups which constitute more 
than 802% of the population. Potential and current U.S. investors should 
also give careful consideration to reiations with their Black Labor 

force. The United States Government strongly urges U.S. firms to assume 
sufficient responsibility for the adequacy of their compensation and 
other benefits to permit a decent standard of living for all their workers. 
Training should be offered and opportunities for job advancement provided. 
Guidance on employment practices in South Africa is available from the 
Embassy and Consulates General in South Africa and from the U.S. Depart- 
ments of State and Commerce in Washington. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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